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A Report from Your Managing Director 


The 1971 fiscal year was the most profitable in this Company’s fifteen years of existence. 
The consolidated net income before extraordinary items was $58,191 or 5.8 cents per share. The 
net income for the year, including the net gain of $35,624 from the sale of our 85% equity in A. E. 
Austin & Co. Ltd., was $93,815 or 9.3 cents per share. These figures compare with a net income in 
1970, when there were no extraordinary items, of $26,903 or 2.7 cents per share, adjusted from 
the $29,987 originally reported, by an additional tax liability for that year. 

A quick calculation of our price to earnings ratio shows that at the date of this report our 
shares are trading at only about eight times our 1971 normal earnings of 5.8 cents per share, 
and we project another substantial increase in these earnings for the current fiscal year. The net 
book value per share of our shareholders’ equity on a consolidated basis is also in excess of our 
trading price. The Directors are confident that these factors will be recognized by market inves- 
tors and that an improvement of our market price will result. 

It may be perplexing to you that the extraordinary profit from the sale of our investment in 
A. E. Austin & Co. Ltd. is only $35,624 when we received an intial cash payment of $127,500. The 
calculation of this gain is explained in Note 9 to the financial statements. | also point out that further proceeds (which would be 
all profit) may be received from this sale in the future and other benefits are presently being enjoyed by your Company, as out- 
lined in the first paragraph of the note. In making the decision to sell this subsidiary, | feel we made a choice which will protect 
the future growth and strength of this Company. | say this in view of the current turmoil in the Real Estate brokerage industry in 
the Greater Vancouver area, and the spiralling costs of operating a business within that industry. 

During the last two years it has become obvious to your management that our involvement in Shakey’s Pizza Parlors will pro- 
duce substantial returns in the future. Since they have only been established in the Vancouver area since 1968, the potential of 
these units is just beginning to materialize. They had a net income before tax of $45,349 for the 1971 fiscal year and we project this 
figure will be almost $100,000 in 1972. We have also been concerned about having a substantial cash investment in Bellvan Pizza 
Parlors Ltd., yet only a 40% minority equity position. 

We therefore commenced negotiations with the American shareholders and as of October 1, 1971 we acquired the remain- 
ing 60% equity in Bellvan, making it a wholly-owned subsidiary of this Company. This acquisition will diversify our base of 
operations and thereby make our Company less susceptible to fluctuations in the real estate market. 

Bellvan presently owns the land, buildings, franchises and operations for the three Shakey’s Pizza Parlors operating in New 
Westminster, Coquitlam and Richmond. The acquisition of these assets will increase our consolidated assets by $650,000. We will 
open a fourth Parlor this spring in leased premises at Denman and Haro in the West End apartment area, which has one of the 
highest population densities of any area in North America. In order to protect our franchise rights within the Lower Mainland - 
Vancouver Island area, we are presently working with Shakey’s Inc. to set out a schedule of expansion over the next few years. 
This schedule will probably include a fifth Parlor by the end of 1972 and an eventual total of at least ten locations within the area 
mentioned. 

Despite our heavy involvement in the restaurant business, we will be maintaining our basic roots in the real estate develop- 
ment and mortgaging industry. We will continue to increase our mortgage portfolio and in periods of good real estate markets 
we will continue our residential construction and offer builder financing. 

| am extremely optimistic about our 1972 fiscal year. We have already completed some very profitable mortgage transactions 
and the Pizza Parlors are establishing new sales records. Our residential construction is also selling well due to the lower mortgage 
interest rates and the improved real estate market. The Directors look forward to a great future for the Austin Group. 


February 7, 1972. On behalf of the Board of Directors 
Vancouver, B.C. RONALD R. HUNTER, Managing Director 


AUSTIN INVESTMENT CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
September 30, 1971 and 1970 


ASSETS 


CURRENT ASSETS : 
CaP oes ee oe EE PE OOS Lea ee Se Pe EA ee 


Construction: financing: to) builders: (oc. ee ee ne 
Construction financing’ to’ Fraserview) Folch mgs) U tcl ys aaa ee 
Inventory of trade properties, at cost —--......._______. 
Inventory of lots and houses, at cost __._. 

Prepaid expenses and sundry receivables 
Current portion of agreements and mortgages receivable 


AGREEMENTS AND MORTGAGES RECEIVABLE (Note 2) 
Less: Current portion 


DEFERRED INCOME TAXES 


INVESTMENTS AND ADVANCES (Note 3) 


FIXED ASSETS, net (Note 4) 


INCORPORATION AND ORGANIZATION EXPENSES 


On behalf of the Board 


“R. R. HUNTER”, Director 


“R. L, SAUNDERS”, Director 


1971 1970 

$ 1,802 $ 92 
520 110,166 

393 37,326 

97,873 9,166 

= 10,524 

oe 73,431 
175,368 49,588 
6,235 7,770 
51,000 23,000 
333,191 321,063 
516,669 389,875 
51,000 23,000 
465,669 366,875 

= 1237 
200,721 185,368 
5,293 51,728 
11,788 11,788 

$ 1,016,662 $ 938,059 


CONSOLIDATED BALANCE SHEET 
September 30, 1971 and 1970 


LIABILITIES 


AUSTIN INVESTMENT CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


1971 1970 
CURRENT LIABILITIES 
Ban KOVEr cl fait pera eeee eee tana nani earn arc MN me eat pels ia ati ee ce Te a heat bl $ — $ 34,948 
Bank loans—secured (Note 5) _......-...--.-------- 185,000 43,000 
Accounts payable and accrued liabilities = 10,616 23,924 
Commissions payable to salesmen — 63,846 
Mortgages payable on houses held for resale 13,930 38,891 
Gorporationbincomestaxesnpay alle xem see cue ook ES ee ee eR ea 4,400 8,933 
Deferred real estate commission income _. — 10,343 
Ctirrentapontionwotglongetermipltaboll itl esis meets ee tees we eins erg Fee eee eee 13,100 4,269 
227,046 228,154 
LONG-TERMBIEAB HNTILES (NG tGLG) yee teeeeeereereee sete Meee ele ee ee re eed oe eee ke A 2e58 7 170,793 
DEER REDLING (IME (NOte) 7) aut eee reer ee eR Me. ee ee ee eae ee 44,805 54,205 
MIN@RUTVAINTERES Ts INGSUBSIENIARYa'GO MPRA NN gestae eee See — 11,574 
DEFERRED sING © MEmRAXES HNO te 8): ceeesereeer tee ee ee ea ey eee ee te eB ie be ree  e 3,367 — 
SHAREHOLDERS’ EQUITY 
Share Capital: 
250,000 7% cumulative redeemable preference shares of $1.00 each 
Pan Valuer authorized otiwhichil/) 500 laneuiSS Uc eee s= sees ea een teen eee sees 17,500 17,500 
3,000,000 common shares of no par value authorized, 
of whichi005;,000faretissueds ees Sees ee ee eee ee 313,613 313,613 
331,113 331,113 
Retained Earnings: 
@peningsbalancemass PLCVIOUS| Ves late Cl yeas eter ste ee ties sec eerie Oe ere eee NG a eee 148,288 119,617 
AGIUSUMEN tO f Pr Onsy Cale S i TCOI Cseeree xa bess a aaree ee eae eg oee tan pmeee PEE ES Senet tee i Ae — (Sh) 
Increasevinys prom yeat.s tincomentaxes) (INOte in 0) jee see meee ee eee ee ee ee eee (3,084) — 
@Peniin ea alanGe nes tite cli Mee eee errs eaeeeties ee ew ete Seer eS ee ea a teens! oles AA eee ome oe Lee 145,204 119,526 
DNIGTE SHY SvOY TT Yet ce ate as Ed vt per oor | aS RS Dae Nr IPAS EDA nd DONG A Pea OO OORT RE aL Oe ee ae 93,815 26,903 
239,019 146,429 
Dividendsspaidkon: preterenCers anes aes er races ese tat ces on ee eae Pee eee (1,225) (1,225) 
237,794 145,204 
Excess of cost over book value of shares of subsidiary company Brad Peper eh ECON AAU BIS, ke Mt eS —_ (2,984) 
568,907 473,333 
$ 1,016,662 $ 938,059 


AUSTIN INVESTMENT CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED INCOME STATEMENT 
For the Years Ended September 30, 1971 and 1970 


1971 1970 
REVENUE 
Intérestiearned, Lek Sa 8S SE eee ee $ 63,273 $ 56,698 
Mortgage discounts earned 12: 14,631 5,282 
Construction revenue. 2... es Ne SS ee ee eee 72,068 202,581 
Management: fees 21..=2 ae ee 6,000 — 
From the operations of A. E. Austin & Co. Ltd., net eke 1,580 7,730 
Other, revenues ea IN Ue ee ne 6245 PAL 
C 160,176 274,012 2 
EXPENSES 
Construction"eosts caked Ne ot I ETO DE PETE Ee ee eee a vd v PERE Oe 68,316 188,653 
Depreciation fic Fe eps NE ae eR EE eee ee 2,710 599 
Interestand| lbankicharges sees eee wee aA ms 18,546 22,542 
Management: Salary {42 9 20020 Ba ig a AE eat ee een Ee eT 14,973 2,348 
Overhead! chiarges'==A. E- Austin &(Co., Litc2c 2 ee 7,910 14,055 
Other administrative’ and! overheadichialie es jesse gee eae a re ee 8,449 15,098 
Printing; stationery cand) ‘office: Sup plies ese ee ar ee ee LA 1,472 
Travel. and.entertaininemt: 22s ee oe ee 3,846 202 
125,962 245,979 
NET ORERATINGINGOMEBEFORESIN GO MESA ES etree aa vg eae 34,214 28,033 
Income itaxes}—= ‘current (Note) 10): 25282 0s Fee ae pa eed oe ee 5,185 5,904 
== deferred (Note: 6) iki nt hak ee ES bE Sa Pe 3,367 — 
8,552 5,904 
NET OPERATING INCOME BEFORE THE FOLLOWING vee! 25,662 D2 AZo 
Share of net income of non-subsidiary companies (Note 3) 15,529 4,774 
Dividend :frompAs EB: vAUStirn.& (Coy, tel (eat eee aes By elas et eel Sere Oe de 17,000 = 
pao 7 
NET INCOME |BEFORE EXTRAORDINARY (EMA sca sei ee . 58,191 26,903 ’ 
Gain’ onjsale ot ATE AUS tims as Coa ltelinn in] ta IN@ ter) peeeenee eae ie ata nen a 
De ees St an nAAIRNCA iniian nlm aanenecrenee ent $93,815 — $_ 26,903 


BASIC EARNINGS PER SHARE 
Income before extraordinary item 


a 


Net income 


AUSTIN INVESTMENT CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Years Ended September 30, 1971 and 1970 


1971 1970 
SOURCE OF FUNDS 
INGEINCOMGR ON che Veah me emeneter tec: arn seer eben eed 2s Tke cb ls, ce Oe SO Bie $ 93,815 $ 26,903 
Add: Minority interest in earnings of subsidiary — 1,364 
Depreciation and amortization ees 2,710 A, 159 
Deferredsincome: taxes; 2-200 2st Samia Rais ak ES Noe oR a a hk coc See 3,367 942 
99,892 40,368 
DeductiGainronsalerotvAsEs Austin & Gor itdiineG ==...) ee eee Pe ee ee ee eee. 35,624 — 
Mortgagediscountsyearnec meee ee rae a) iii ee ee ee 14,631 5,282 
Sharevof net income of Non-Subsidiary, COND anes) means meee 15)529 4,774 
65,784 10,056 
RUNG SAMKOVIG ECHO VN ODEer a CIOI)S, xe eeeteeee oe 2 el eis Oak eedee RE NE rg ede 34,108 30,312 
Principal payments received on agreements and mortgages ___ Ze 122,647 82,329 
RecovervsoninvestmentuiaulraSerview, Ol Ging) tcl aeeeeemem namaste en) oe eee ee Se eee 2,400 ~— 
Recovenvroninvestmentin) hark RIdge) TOWenS Etcly eeeemeeees es nee ee ee 1,376 1,745 
Proceeds of sale of A. E. Austin & Co. Ltd., net 107,182 — 
Increase in loans and mortgages payable, net = 18,609 6,343 
Shaheveapitalie—— issuedifoncash ee — 5,000 
DED OSIES {OM EWORWay aC OS pe tiee al 25 she) ek i egies ESE as ee eth — 1,450 
286,322 127/179 
APPLICATION OF FUNDS 
RUG ASeSOlna SheeMentsranCunnO lipid ees awn eeetenee re renee kote eS fk Dee el oe es ee eee 216,209 102,896 
Advances to) Bellvan Pizza (Parlors Lid) == = Les 3,600 27,252 
Purchascromadditionalsshanes OfeAsE AUSTIN Ge | @Os [Cl geen cnee meer reen eae ree epee ee Oe ee — 200 
Purchase.obmixed) assets'-— netion disposal proceeds === sami ewan eee 7,823 15,391 
Recapitalization and reorganization expenditures wes — 2,000 
Preferred share dividends === 2 1,225 1,225 
Current portion of debentures payable __ 9,900 _— 
Repay mentaomsnatenolden sad VanCes: pasa kee ete 2 eee ete el ee ee ee —_ 33,823 
238,757 182,787 
INGREASERDEGREASE) INDWORKING ‘CA RIG AL eee eee ee ee ee ee le 47,565 (55,608) 
WORKING GAPIPALS BEGINNINGS © RAY EA Riaseenes epee tee ee eee ee ee ee 92,909 
[WEEE ANE TER NUTT ALG opal la Co PNY of oy 4 (0) ge ens eee ep eee 2) ee ey eee ee 34,329 58,580 148,517 


WW RISTIN GREGARIA MEIN DD © Fa NEA Ro ee aa a ack eo ere $ 106,145 $ 92,909 


AUSTIN INVESTMENT CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
September 30, 1971 


Basis of Consolidation 

The consolidated financial statements include the accounts of sub- 
sidiaries, ASK Development Corporation Ltd. and Mariposa Holdings 
Ltd. A former subsidiary, A. E. Austin & Co. Ltd. was sold during the 
year (see Note 9) and accordingly its assets and liabilities are not in- 
cluded in the current year’s balance sheet. 


Agreements and Mortgages Receivable 


The agreements and mortgages receivable are secured by specific pro- 
perties and are subject to prior charges of $40,232. 


Investments In and Advances to Non-Subsidiaries 
1971 1970 
(a) Bellvan Pizza Parlors Ltd. (40% equity) 
(see (e) below) 
Investment — 160,000 common shares plus 
40% of net income since acquisition _. $ 95,397 $ 81,705 
Advances—assigned to Industrial Develop- 
ment Bank until Bellvan’s loan from 
them\patd:aetaet 2k) 2k ve a eee 85,652 82,052 


181,049 163,757 


(b) Fraserview Holdings Ltd. (25% equity) 
Investment — 3 Class A and 25 Class B 
common shares plus 25% of net 
income since acquisition (net of 
dividends received) tte ees 267 2,667 


(Advances shown separately as 
current asset) 


(c) Park Ridge Towers Ltd. (25% equity) 
Investment — 2 common shares plus 
25% of net income since acquisition 
(net of dividends received) _...- = 19,405 18,944 
(Advances shown separately as 
current liability) 


19,405 18,944 


$ 200,721 $185,368 


(d) Included in consolidated net income are the following propor- 
tionate amounts of the net earnings of these companies: 


1971 1970 
Bellvan Pizza Parlors Ltd. i eo is O92 Sam SOS 
Fraserview Holdings Ltd. F penn — 1,430 
Park Ridge Towers Ltd. orem 1,837 1,839 


$ 15,529 $ 4,774 


(e) Austin Investment Corporation Limited has, as of October 1, 1971, 
acquired the remaining 60% of Bellvan Pizza Parlors Ltd., making 
it a wholly-owned subsidiary. The purchase price was $238,500 
with $120,000 in cash and the remaining $118,500 in 71 monthly 
instalments, without interest. 


Fixed Assets 
At September 30, 1971 this account consisted of: 


Automobile —......-...- a eee = A 
Less: Accumulated depreciation 2,268 
$ 5,293 


The comparative amount for September 30, 1970 also included the 
fixed assets of A. E. Austin & Co. Ltd., which has been sold (Note 9). 


Bank Loans 


The bank loans of $185,000 are secured by the hypothecation of a 
number of agreements and mortgages receivable. 


Long-Term Liabilities 1971 1970 
Mortgages payable — secured (Note 1) _....__ $ 40,232 $ 43,130 


Debentures payable — secured by a floating 
charge on all assets of the company with 
interest at 7%, payable semi-annually — — 56,500 56,500 


Loans and notes payable — unsecured: 
R. S. Hunter, 8%2% interest, payable monthly 31,200 31,200 
R. R. Hunter, 8% interest, payable 


Semicsannall\yc. = ase ks ee eee 4,805 298 
Other (varying rates of interest) __ eer 52,900 42,365 
185,637 173,493 

Less: Current portion of debenture payable 9,900 — 
Current portion of mortgages payable 3,200 2,700 
13,100 2,700 


$172,537 $170,793 


Deferred Income 

This balance represents unearned bonuses on mortgages and agree- 
ments receivable. The company follows the policy of bringing these 
bonuses into income in proportion to the principal payments received 
during each period. 


Deferred Income Taxes 

In the current year the company has claimed for income tax purposes, 
a special mortgage reserve as permitted under the Income Tax Act. 
This resulted in deferred income taxes of $3,367 which have been 
recorded in the accounts. 


9. Sale of Subsidiary Company 


At an Extraordinary General Meeting of Shareholders on May 17, 1971, 
the shareholders ratified an agreement to sell Austin Investment Cor- 
poration Limited’s 85% equity in A. E. Austin & Co. Ltd. for $127,500 
cash. Austin Investment Corporation Limited is also to receive a fee 
of $1,000 per month for thirty-six months from April 1, 1971 for the 
services of its managing director, and is to be provided with office 
facilities during the same period. Should the accumulated after-tax 
profits of A. E. Austin & Co. Ltd. exceed $150,000 during the six year 
period from April 1, 1971 to March 31, 1977, Austin Investment Cor- 
poration Limited will receive further proceeds from the sale equal to 
422% of such excess. 


10. 


Investment Corporation Limited has paid out $18,537 to date under 
this indemnification. The company is now commencing actions against 
the insurance carriers for A. E. Austin & Co. Ltd. and other defendants 
in the hope of recovering most of this amount (see Note 12). 


Adjustment to Prior Year’s Income Taxes 

An adjustment to the portion of Austin Investment Croporation Lim- 
ited’s income subject to the low rate of tax at September 30, 1970 
resulted in an additional tax liability in that year of $3,084. 


, 11. Employment Contract 
The net gain on this sale amounted to $35,624, calculated as follows: In January 1966, the company entered into a 10 year employment 
PRO CE GCS pera t Seat meee Deed he ge ee Cee $ 127,500 agreement with its managing director, Mr. R. R. Hunter, providing 
Lass (CoswG? DIES . $ 27,769 ict ani po ee poner ney Deo of Austin 
nve: : 
Earnings of A. E. Austin & Co. Ltd. e 
included in consolidated income 
UN PUTRI VRS _ 43,790 12. Contingent Liabilities 
Share of A. E. Austin & Co. Ltd. The company is also contingently liable as guarantor of the bank loans 
income for the six months ended of Bellvan Pizza Parlors Ltd. and its subsidiaries, to the extent of 
March 31, 1971 1,580 $101,000 to the Royal Bank of Canada and $75,000 to the Industrial 
Paid on lawsuits (see below) 18,537 Development Bank. Austin Investment Corporation Limited has also 
assigned $79,000 of their shareholders’ advance with Bellvan Pizza 
A a8 AUB Parlors Ltd. to the Industrial Development Bank until the loan is paid. 
Net Gain on Sale __._- 


ones $ 35,624 


Included in this gain is $19,487 from the sale of a lease, shown on the 
March 31, 1971 interim consolidated statements. 


Austin Investment Corporation Limited indemnified the purchaser. for 
85% of any damages or costs from lawsuits arising from the trans- 
actions of A. E. Austin & Co. Ltd. prior to March 31, 1971. Austin 


The company is also contingently liable on all lawsuits against A. E. 
Austin & Co. Ltd. arising from transactions prior to March 31, 1971. 
At the year end there were several of these lawsuits in progress repre- 
senting estimated possible claims not exceeding $13,000 and esti- 
mated legal fees of $3,000. If these amounts are not covered by A. E. 
Austin & Co. Ltd.’s insurance, Austin Investment Corporation Limited 
will be liable for 85%. 


AUDITORS’ REPORT 


To the Shareholders, 
Austin Investment Corporation Limited and Subsidiary Companies 


We have examined the consolidated balance sheet of Austin Investment Corporation Limited and subsidiary companies as at September 30, 1971, and the 
consolidated statements of retained earnings, income, and source and application of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of the accounting records and other supporting evidence as we considered necessary in the circumstances. We 
have previously examined and reported upon the financial statements for the preceding year. 


A portion of the net earnings of non-subsidiary companies, amounting to $15,529 at September 30, 1971 (or $.015 per share) has been included in the 
consolidated net income and in the earnings per share figure for the year, which is not in accordance with generally accepted accounting principles. 


In our opinion, except for the inclusion of income from the non-subsidiary companies, as set out in the preceding paragraph, these financial statements 
present fairly the financial position of the company as at September 30, 1971 and the results of its operations and the source and application of its funds for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


YOUNG, PEERS, MILNER & CO., 
Chartered Accountants. 


Vancouver, B.C. 
January 12, 1972. 


THE AUSTIN GROUP 
CORPORATE STRUCTURE 


AUSTIN INVESTMENT CORPORATION LTD. 
HOLDING COMPANY 


MORTGAGE INVESTMENTS 
FINANCING TO BUILDERS 


CONSOLIDATED SUBSIDIARIES MINORITY EQUITIES 


Fs ASK DEVELOPMENT CORPORATION LTD. 
100% Residential and Commercial 
Construction 


FRASERVIEW HOLDINGS LTD. 25% 
Residential Construction 


MARIPOSA HOLDINGS LTD. 


PARK RIDGE TOWERS LTD. 9 
100% Real Estate Trading 25 e 


Mortgages 


40%| (see note 3 (e) to financial statements) 


BELLVAN PIZZA PARLORS LTD. 
Developing Shakey’s Pizza Parlors 


100% 100% 


MUENSCHER AND 


CHASTEEN INVESTMENTS LTD. 
Holding Company For Parlor 


TARTAN FOOD PRODUCTS LTD. 


Operating Shakey’s Pizza Parlors 
in Greater Vancouver 


Land and Buildings 


DIRECTORS AND OFFICERS 
RONALD R. HUNTER, 


Managing Director 


ROWAT S. HUNTER, 


President 


WILFRED T. MOONEY, 


Vice-President 


ROBERT L. SAUNDERS, 


Treasurer 


HARRY T. WELLS, 


Secretary 


G. DOUGLAS MacDONALD 
HARVEY A. McDIARMID 


REGISTRAR AND TRANSFER AGENTS 
NATIONAL TRUST COMPANY, 


Vancouver 


AUDITORS 
YOUNG, PEERS, MILNER & CO. 


Chartered Accountants, Vancouver 


SOLICITORS 
DuMOULIN, BLACK, BRAZIER & HALL, 


Vancouver 


KINCAID, EPSTEIN & COMPANY, 


Vancouver 
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WILLIAMS & MACKIE LTD. 


